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Report of Independent Registered Public Accounting Firm

Member and Board of Directors

1NG Investment Management Services LLC

We have audited the accompanying statement of financial condition of ING Investment

Management Services LLC the Company wholly owned subsidiary of ING Investment

Management Alternative Assets LLC which is an indirect subsidiary of JNG Groep N.y as of

December 31 2008 and the related statements of income changes in members equity and cash

flows for the year then ended These financial statements are the responsibility of the Companys

management Our responsibility is to express an opinion on these financial statements based on

our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free of material misstatement We were not engaged

to perform an audit of the Companys internal control over financial reporting Our audit

included consideration of internal control over financial reporting as basis for designing audit

procedures that are appropriate in the circumstances but not for the purpose of expressing an

opinion on the effectiveness of the Companys internal control over financial reporting

Accordingly we express no such opinion An audit also includes examining on test basis

evidence supporting the amounts and disclosures in the financial statements assessing the

accounting principles used and significant estimates made by management and evaluating the

overall financial statement presentation We believe that our audit provides reasonable basis for

our opinion

In our opinion the financial statements referred to above present fairly in all material respects

the financial position of 1NG Investment Management Services LLC at December 31 2008 and

the results of its operations and its cash flows for the year then ended in conformity with U.S

generally accepted accounting principles

Our audit was conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The information contained in Schedules and II is presented for purposes of

additional analysis and is not required part of the basic financial statements but is

supplementary information required by Rule 7a-5 under the Securities Exchange Act of 1934

Such information has been subjected to the auditing procedures applied in our audit of the basic

financial statements and in our opinion is fairly stated in all material respects in relation to the

basic financial statements taken as whole

ftA LL1
ERNST YOU1k LL

February25 2009 -5

member firm of Ernst Young Global Limited



ING Investment Management Services LLC

Statement of Financial Condition

December 31 2008

Assets

Securities owned at market value

Receivable from broker-dealer

Total assets

Liabilities and members equity

Liabilities

Payable to affiliate

Accrued expenses and other liabilities

Payable to broker-dealer

Total liabilities

Members equity

Total liabilities and members equity

3411236

905449

4316685

842645

89998

11508

944151

3372534

4316685

The accompanying notes are an integral part of these financial statements



ING Investment Management Services LLC

Statement of Income

Year Ended December 31 2008

Revenue

Interest

Syndication

Service fee

Trading gains net

Commissions

Other income

Total revenue

Expenses

Clearance floor brokerage and dues

Allocated expenses

Professional fees

Other

Total expenses

Income before payment to affiliate pursuant to tax sharing arrangement

Payment to affiliate pursuant to tax sharing arrangement

Net income

279874

232392

90051

4611

3059

15071

625058

172605

141771

30000

4125

348501

276557

107399
169158

The accompanying notes are an integral part of these financial statements



ING Investment Management Services LLC

Statement of Changes in Members Equity

Year Ended December 31 2008

Members equity balance beginning of year 3203376
Net income 169158

Members equity balance at end of year 3372534

The accompanying notes are an integral part of these financial statements



ING Investment Management Services LLC

Statement of Cash Flows

Year Ended December 31 2008

Operating activities

Net income

Adjustments to reconcile net income to net cash provided by operating

activities

Increase decrease in operating assets

Securities owned at fair value

Net receivable from broker-dealers

Increase decrease in operating liabilities

Payable to affiliate

Accrued expenses and other liabilities

Increase in payable to broker-dealer

Net cash provided by operating activities

Cash at beginning of year

Cash at end of year

169158

90658
117599

269728

231375
746

The accompanying notes are an integral part of these financial statements



ING Investment Management Services LLC

Notes to Financial Statements

December 31 2008

Organization and Nature of Business

1NG Investment Management Services LLC the Company is wholly owned subsidiary of

ING Investment Management Alternative Assets LLC the Parent The Parent is wholly

owned subsidiary of ING Investment Management LLC Holdings an indirect subsidiary of

ING Groep N.y Ultimate Parent

The Company is broker-dealer registered with the Securities and Exchange Commission

SEC under Section 15b of the Securities Exchange Act of 1934 and is member of the

Financial Industry Regulatory Authority FINRA formerly the National Association of

Securities Dealers Inc NASD The Company primarily acts as an introducing broker-dealer

for its Parent and affiliates

The Company in connection with its activities as broker-dealer does not hold funds or

securities for customers Accordingly the Company is exempt from SEC Rule 15c3-3 pursuant

to provision k2ii of such rule

Significant Accounting Policies

Use of Estimates

The Company prepares its financial statements in accordance with U.S generally accepted

accounting principles In preparing the financial statements management is required to make

estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure

of contingent assets and liabilities at the date of the financial statements Actual results could

differ from those estimates

The accompanying financial statements have been prepared from records maintained by the

Company and may not necessarily be indicative of the financial condition and results of

operations which would have existed if the Company had been operated as an unaffiliated entity

Securities Transactions

Securities owned at market value at December 31 2008 consist of money market mutual fund

investment This investment is considered to be available for sale

Receivable from and payable to broker-dealer consist of commissions and amounts for securities

transactions that have not yet reached their contractual settlement date Transactions in securities

commission revenues and related clearance and floor brokerage are recorded on trade-date

basis



ING Investment Management Services LLC

Notes to Financial Statements continued

Significant Accounting Policies continued

Realized gains and losses are recorded in trading gains and losses net in the accompanying

statement of income

Interest income is recorded under the accrual method In the normal course of business

nonaffiliated broker-dealer pays the Company percentage of the interest earned on its customer

balances During the year ended December 31 2008 the Company received $279874 from the

nonaffihiated broker-dealer which is included in interest revenues in the accompanying statement

of income

FairValue of Financial Instruments

Securities owned are valued at quoted market prices Receivables are carried at fair value or at

contract amounts which approximate fair value due to the short period to maturity and repricing

characteristics Similarly liabilities are carried at amounts approximating fair value

In September 2006 the Financial Accounting Standards Board issued Statement of Financial

Accounting Standards No 157 FAS 157 Fair Value Measurements FAS 157 establishes

framework for measuring fair value and expands disclosures about fair value measurements in

financial statements effective for the Companys current fiscal period

The various inputs that may be used to determine the value of the Companys investments are

summarized in three broad levels The inputs or methodologies used for valuing securities are

not necessarily an indication of the risk associated with investing in those securities

Level Quoted prices in active markets for identical securities

Level Other significant observable inputs including quoted prices for

similarsecurities interest rates prepayment speeds credit risk etc
Level Significant unobservable inputs including the Companys own

assumptions used to determine the fair value of investments

The following table summarized the Companys investment as of December 31 2008 based on

the inputs used to value them

Valuation Inputs

Investments in

Securities

Level 1Quoted prices 3411236

Level Other significant observable inputs

Level Significant unobservable inputs _________
Total 3.41L236



ING Investment Management Services LLC

Notes to Financial Statements continued

Related Party Transactions

The Parent charges the Company for actual expenses paid on its behalf and its pro-rata share of

certain general overhead expenses incurred by the Parent For the year ended December 31

2008 costs allocated to the Company were $141771 This is included in allocated expenses in

the accompanying statement of income Payable to affiliates is primarily composed of the net

intercompany receivables and payables with the Parent The receivable portion of the balance at

December 31 2008 consists of accumulated cash balances earned from brokerage services

commissions and interest which are held by the Parent on behalf of the Company The payables

portion of the balance at December 31 2008 consists of certain expenses and taxes allocated to

the Company and paid by the Parent on behalf of the Company

The Company participates in solicitation arrangement with related third party whereby the

Company earns fee in exchange for the successful sale of certain related third party products

For the year ended December 31 2008 such fees totaled $232392

Taxes

The Company is single member limited liability company for federal state and local corporate

income tax purposes and accordingly was not subject to federal state and local corporate

income taxes

However the Companys Parent is subject to tax sharing arrangement with Holdings whereby

the Parent reimburses Holdings on current basis for the total tax expense recognized by

Holdings with respect to the Companys income The Parent allocates tax expense to the

Company as if the Company filed separate tax return and the Company reimburses the Parent

for the expense recognized There are no temporary differences which would give rise to

deferred tax expense Tax expense is allocated using expected and statutory combined tax rate of

41% for federal state and local purposes This allocation which totaled $107399 for the year

ended December 31 2008 is included in the accompanying statement of income

In July 2006 to improve comparability in the reporting of income tax assets and liabilities in the

absence of guidance in existing income tax accounting standards the Financial Accounting

Standards Board FASB issued Interpretation No 48 Accounting for Uncertainty in Income

Taxes an Interpretation of FASB Statement No 109 the Interpretation Generally this

Interpretation clarifies the accounting for uncertainty in income taxes recognized in companys

financial statements in accordance with existing income tax accounting standards and prescribes

certain thresholds and attributes for the financial statement recognition and measurement of tax

positions taken or expected to be taken in tax return The Interpretation requires the evaluation

of tax positions taken or expected to be taken in the course of preparing the Companys tax

returns to determine whether the tax positions will more-likely-than-not be sustained by the



ING Investment Management Services LLC

Notes to Financial Statements continued

Taxes continued

applicable tax authority Tax positions not deemed to meet the more-likely-than-not threshold

would be recorded as tax benefit or expense in the Companys current fiscal year The

Interpretation was adopted effective January 2007 and the Company has reviewed and

evaluated the relevant technical merits of each of its tax positions in accordance with the

Interpretation and determined that there are no uncertain tax positions that would have

material impact on the financial statements of the Company

The Internal Revenue Service is currently examining ING AIHs tax returns for the years 2004

through 2008 Management is not aware of any adjustments as result of this examination that

would have material impact on the financial statements of the Company

Employee Benefit Plans

The Parent provides certain employee benefits and benefit plans for its active qualified

employees as specified by the various plans Expenses are allocated to the Company for

retirement health care and life insurance benefits and are included in allocated expense in the

statement of income

Regulatory Requirements

The Company is subject to the Securities and Exchange Commissions Uniform Net Capital Rule

5c3- the Rule The Company has elected to use the Rules alternative method which requires

that the Company maintain net capital as defined equal to the greater of $250000 or 2% of

aggregate debit items arising from customer transactions as defined

At December 31 2008 the Company had net capital of approximately $3304309 which was

$3054309 in excess of the required net capital of $250000

Concentrations of Credit Risk

Credit risk is the amount of accounting loss the Company would incur if counterparty failed to

perform its obligations under contractual terms Substantially all of the clearing and depository

operations for the Company are performed by its clearing broker pursuant to clearance

agreement The clearing broker reviews as considered necessary the credit standing of the

counterparties with which the Company conducts business The Companys exposure to credit

risk associated with the nonperformance by counterparties in fulfilling their contractual

obligations pursuant to securities transactions can be directly impacted by volatile securities

markets credit markets and regulatory changes
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Schedule

ING Investment Management Services LLC

Computation of Net Capital and Aggregate Indebtedness

Pursuant to Rule 5c3 -1 of the Securities and Exchange Commission

December 31 2008

Members equity

Deductions and/or charges

Non-allowable assets from Statement of Financial Condition

Haircut on securities

3372534

68225

Net capital

Computation of alternative net capital requirement

2% of aggregate debt items or $250000 if greater as shown in the

formula for reserve requirements pursuant to Rule 5c3-3 prepared

as of the date of the net capital contribution

Net capital requirement

Excess net capital

3304309

There were no material differences between the computation of net capital under Rule 15c3-1

included in this audited report and the computation included in the Companys corresponding

unaudited Form X-17A-5 Part hA Focus filing as of December 31 2008 as filed on January 27

2009

250000

250000

3054309

10



Schedule II

1NG Investment Management Services LLC

Statement Regarding SEC Rule 15c3-3

December 31 2008

Exemptive Provision

The Company claims exemption from the requirements of Rule 5c3-3 as of December 31 2008

under the Securities and Exchange Act of 1934 in that the Companys activities are limited to

those set forth in the conditions for exemption appearing in paragraph k2ii of the Rule

11
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Supplementary Report of Independent Registered Public Accounting Firm

on Internal Control Required by SEC Rule 7a-5

Member and Board of Directors

ING Investment Management Services LLC

In planning and performing our audit of the financial statements of 1NG Investment Management

Services LLC the Company as of and for the year ended December 31 2008 in accordance

with auditing standards generally accepted in the United States we considered its internal control

over financial reporting internal control as basis for designing our auditing procedures for the

purpose of expressing our opinion on the financial statements but not for the purpose of

expressing an opinion on the effectiveness of the Companys internal control Accordingly we

do not express an opinion on the effectiveness of the Companys internal control

Also as required by rule 17a-5g1 of the Securities and Exchange Commission SEC we

have made study of the practices and procedures followed by the Company including

consideration of control activities for safeguarding securities The study included tests of such

practices and procedures that we considered relevant to the objectives stated in rule 7a-5g in

making the periodic computations of aggregate indebtedness or aggregate debits and net capital

under rule 17a-3a11 and for determining compliance with the exemptive provisions of rule

15c3-3 Because the Company does not carry securities accounts for customers or perform

custodial functions relating to customer securities we did not review the practices and

procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control

and the practices and procedures referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected

benefits and related costs of controls and of the practices and procedures referred to in the

preceding paragraph and to assess whether those practices and procedures can be expected to

achieve the SECs above-mentioned objectives Two of the objectives of internal control and the

practices and procedures are to provide management with reasonable but not absolute assurance

that assets for which the Company has responsibility are safeguarded against loss from

unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial

12

member firm of Ernst Young Global Limited



JIERNSTYOUNG

statements in conformity with generally accepted accounting principles Rule 7a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of them

to future periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to

prevent or detect and correct misstatements on timely basis material weakness is

deficiency or combination of deficiencies in internal control such that there is reasonable

possibility that material misstatementof the entitys financial statements will not be prevented

or detected and corrected on timely basis significant deficiency is deficiency or

combination of deficiencies in internal control that is less severe than material weakness yet

important enough to merit attention by those charged with governance

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and was not designed to identify all deficiencies in internal control that might

be deficiencies significant deficiencies or material weaknesses We did not identify any

deficiencies in internal control and control activities for safeguarding securities that we consider

to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures as described in the second paragraph of this report were

adequate at December 31 2008 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management

the SEC the Financial Industry Regulatory Authority and other regulatory agencies that rely on

rule 7a-5g under the Securities Exchange Act of 1934 in their regulation of registered brokers

and dealers and is not intended to be and should not be used by anyone other than these

specified parties

ESTYOUL
February 25 2009

13

member firm of Ernst Young Global Limited



Ernst Young LLP

Assurance Tax Transactions Advisory

About Ernst Young

Ernst Young is global leader in assurance

tax transaction and advisory services

Worldwide our 130000 people are united

by our shared values and an unwavering

commitment to quality We make difference

by helping our people our clients and our wider

communities achieve potential

www.ey.com
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